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Company may feel necessary to 
maintain an adequate return. 
Notwithstanding two wholesale 
price increases in two years and your 
Company’s recent interim rate 
increase, all classes of customers 
continue to show a preference for 
natural gas over other forms of 
energy. This coming year we are 
forecasting that new residential and 
commercial customers will be 
added at the same high rate estab- 
lished in the past two years. 
Industrial accounts have requested 
significant increases in their firm gas 
supply contracts and we are antici- 
pating even further growth in that 
sector of the market in the future. 
During the years 1955 to 1975, your 
Company entered into franchise 
agreements with most of the 
incorporated municipalities in 
which it distributes gas. These fran- 
chises were for a term of 20 or 21 
years. This year marks the first year 
for renewal of a number of these 
agreements and franchise renegotia- 
tion will now become an ongoing 
program for your Company. 
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working towards developing new 


4 in thee economic snicreus of both 
shareholders and natural gas_ 
consumers, Inland is continually 


~ business which will fater improve! th . / 
| Company's load factor. Cag 


_ The graphic design and pictor 1 aie 
content of this report is intended to 
‘illustrate the type of natural gas load ‘ 
which allows your Compan ‘to oper te 
its facilities ata ney leve | of capacit 
throug 


Pulp Mill 


Highlights 


EARNINGS AND DIVIDENDS 1976 1975 
Net Income $ 4,805,917 $ 4,094,233 
Common Shares Bitodne 2,822,122 2822177. 
Earnings per Common Share $ 156% 9 Aas 
Dividends per Common Share $ 20 $° Fe 
Dividends per Preference Share $ 1.00 $ 1.00 
REVENUES AND CUSTOMERS 
Total Revenue $38,296,766 $34,532,965 
Total Gas Sales Revenue $37,471,711 $33,825,713 
Total Gas Sales Volume (MMcf) 37,726 
Number of Customers 67,434 
Degree Days (base 18°C) 4,018 
PROPERTY, PLANT AND EQUIPMENT 
Additions for the Year $ 14,392,029 $13,962,266 
Total Investment $105,867,600 $91 966,564 
ANNUAL MEETING 
11:00 a.m. (Vancouver time) October 29, 1976, 
Hotel Vancouver, Vancouver, B.C. 
CONSOLIDATED COMPANIES ACT OF INCORPORATION 
Inland Natu ral Gas Co. Ltd. Province of British;Columbia Companies Act — 
Wholly-owned Subsidiaries 
Peace River Transmission 
Com pany Limited Special Act of the Parliament of Canada 
Grande Prairie Transmission Co. Ltd. —__ Province of Alberta Companies Act 
Inland Development Co. Ltd. Province of British Columbia Companies Act 
St. John Gas & Oil Co. Ltd. (N-.P.L.) Province of British Columbia Companies Act 
Inland Transmission Co. Ltd. Province of British Columbia Companies Act. 


Inland Development (1 957) Co. Ltd. Province of British Columbia Companies Act 


To our shareholders 


The fiscal year under review reflects 
some record achievements for your 
Company. Net earnings per com- 
mon share were at a record level of 
$1.56 after providing $250,000 for 
income tax, compared to $1.31 in the 
previous year after providing 
$737,000 for income tax. The reduc- 
tion in income tax is explained in the 
Directors’ Report. The annual divi- 
dend per common share was 80¢ 
compared to 74¢ in the previous year. 
A highlight for the year was the com- 
pletion of the East Kootenay Link. 
This project, which the Company 
has pursued since 1967, involved 
construction of 103 miles of 12” 
pipeline connecting Inland’s exist- 
ing transmission system near Trail, to 
the Alberta Natural Gas line near 
Yahk, B.C. A number of significant 
benefits accrue to Inland and its 
consumers as a result of this new 
pipeline. 

In June of this year, your Company 
completed a $10 million issue of 
Preference Shares. This issue to- 
gether with the sale of $12 million 
First Mortgage Bonds in June of the 
previous year, completed the 
financing of the Link. 

The successful growth and devel- 
opment of any natural gas utility 
depends on a long term adequate 
supply of natural gas, together with 
a growing market area and a pricing 
structure that is competitive. Your 
Company meets all three criteria. 
Completion of the pipeline con- 
necting to Alberta gas reserves has 
provided your company with an 
additional winter supply of natural 
gas to meet the peak day demand in 
the immediate future. Current con- 
tractual limits with our major sup- 
plier, Westcoast Transmission, 


would otherwise have been reached 
this year. We are confident that 
additional supplies of natural gas 
will be available to your Company to 
satisfy future demand requirements. 
In a report published by the British 
Columbia Energy Commission 
dated April 1976, the Commission 
states, “This province is fortunate in 
having large reserves of natural gas 
to supply a large part of its energy 
requirements. Our forecast of natu- 
ral gas requirements, combined with 
forecasts of natural gas deliv- 
erability, suggest that the province 
will have sufficient natural gas to ful- 
fill its own requirements for some 
time to come.” 

Recommendations last Fall of the 
British Columbia Energy Commis- 
sion to raise the price paid to natural 
gas producers at the wellhead, and 
the implementation of such recom- 
mendations by the Provincial Gov- 
ernment, has resulted in a total of 
125 wells being drilled during the 
winter season of November 1975 to 
April 1976 in British Columbia. This 
compares with 74 wells drilled the 
previous season. The increased 
activity in the exploration for new 
supplies of natural gas is most 
encouraging and the success there- 
from will be crucial in assuring the 
Province and your Company a long- 
term supply of natural gas. 

In January, 1976, your Company 
received approval from the B.C. 
Energy Commission to implement 
an interim rate increase to recover 
increased costs resulting from 
inflation and the completion of the 
East Kootenay Link. Inland is cur- 
rently preparing for a full scale hear- 
ing to substantiate this increase 
along with further increases the 
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Company may feel necessary to 
maintain an adequate return. 
Notwithstanding two wholesale 
price increases in two years and your 
Company’s recent interim rate 
increase, all classes of customers 
continue to show a preference for 
natural gas over other forms of 
energy. This coming year we are 
forecasting that new residential and 
commercial customers will be 
added at the same high rate estab- 
lished in the past two years. 
Industrial accounts have requested 
significant increases in their firm gas 
supply contracts and we are antici- 
pating even further growth in that 
sector of the market in the future. 
During the years 1955 to 1975, your 
Company entered into franchise 
agreements with most of the 
incorporated municipalities in 
which it distributes gas. These fran- 
chises were for a term of 20 or 21 
years. This year marks the first year 
for renewal of a number of these 
agreements and franchise renegotia- 
tion will now become an ongoing 
program for your Company. 
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Directors Report 


REVENUE 


Consolidated gross revenue for the 
year under review was $38,296,766. 
Revenue from Inland’s gas sales was 
$35,786,016 compared to $32,414,184 
in the prior year. A substantial por- 
tion of this increase is due to rate 
increases which are dealt with later 
in this report. Inland’s sales volume 
for the year was 34,600,000 Mcf com- 
pared to 35,500,000 Mcf in the pre- 
vious year. Weather for the year was 
basically normal, although some- 
what warmer than the previous year. 
Residential and commercial sales 
were 5% higher as a result of adding 
approximately 5,000 new customers 
during the year. This reflects a con- 
tinued acceptance of natural gas asa 
preferred fuel in Inland’s service 
area. The Company continues to 
attract approximately 95% of new 
construction within economic reach 
of gas mains. Large industrial vol- 
umes decreased for the second con- 
secutive year to 16,156,000 Mcf. This 
decrease is directly attributable to 
prolonged labour strikes in the pulp 
and paper industry, coupled with 
poor market conditions in the lum- 
ber industry during the first quarter 
of the fiscal year. 


Other operating revenues consisting 
of the sale, rental and financing of 
gas appliances and customer con- 
nection charges amounted to 
$528,355 compared to $410,552 in 
the previous year. Included in this 
account is a profit of $109,000 real- 
ized on the sale of a building and 
property in the City of Prince George 
this year. 


1961 1964 1966 


Rates & Regulation 


In the nineteen years since your 
Company commenced selling natu- 
ral gas in the interior of British 
Columbia, Inland had never of its 
own volition applied for an increase 
in its rates to consumers. We feel 
this is an enviable record and almost 
unique when compared to utilities 
in North America. However, with 
the completion of the East Kootenay 
Link and the permanent financing of 
this major capital project, coupled 
with inflation in the form of higher 
labour costs and other operating 
expenses, including property and 
franchise taxes, it was necessary for 
the first time to seek rate relief by 
way of application to the Com- 
pany’s regulatory authority, The Brit- 
ish Columbia Energy Commission. 
Effective January 2, 1976 the Com- 
pany, with the Commission’s 
authorization, implemented a 7¢ per 
Mcf interim rate increase for all cus- 
tomer classifications. The Company 
is presently preparing for a full scale 
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rate hearing which will take place 
during the coming fiscal year, at 
which time the interim rates which 
are subject to refund if not fully jus- 
tified, must be substantiated along 
with any further increases in rates 
for which the Company may apply. 


In March the Provincial Government 
announced an increase in the 
wholesale commodity price of natu- 
ral gas of 15¢ per Mcf effective April 
1, 1976. This increase in the whole- 
sale price flows through to the 
British Columbia Petroleum 
Corporation, and will be used, in 
part, to provide for additional pay- 
ments to producers in the Province. 


Effective April 1, your Company 
received approval from, and filed 
new retail rates with, the British 
Columbia Energy Commission, 
allowing the Company to recover in 
total from its customers the increase 
in the wholesale price of natural gas. 
There is, therefore, no effect on the 
Company’s earnings from this price 
increase. 


EXPENSES 
Purchase of Gas 


The cost of gas purchased by Inland 
during the year was $19,423,365. The 
increase over last year’s cost of 
$18,663,501 can be attributed to the 
increased wholesale price of natural 
gas referred to above. Excluding the 
effect of the wholesale price 
increase, the unit cost of gas pur- 
chased was slightly reduced due to 
the operation for the first time of the 
East Kootenay Link. The availability 
of Alberta gas supplied by “Alberta 
and Southern Gas Co. Ltd. under a 
peak shaving purchase agreement, 
enabled Inland to reduce its con- 
tract demand volume with its main 
supplier, Westcoast Transmission 
Company Limited. This peaking gas 
was utilized by your Company dur- 
ing the winter months, and has been 
returned during the off peak 
months, which results in a better 
overall load factor on the Inland sys- 
tem. Inland pays Alberta. & Southern 
a peaking charge on this “bor- 
rowed” gas. 

Operation, Maintenance, Selling 
and Administrative 

In fiscal 1976 operation and main- 
tenance expenses amounted to 
$2,733,628, and selling, general, and 
administrative expenditures were 
$1,561,415. The comparable figures 
for the previous year were $2,304,681 
and $1,157,066 respectively. The 
substantial increases in these 
accounts are due primarily to 
today’s inflationary costs of doing 
business. Salaries, wages, and re- 
lated employee benefits amounted 
to $4,886,567, an increase of 28% 
over last year. The Company’s own 


work force is utilized to a large ex- 
tent in the construction of new plant 
additions, and therefore a sub- 
stantial portion of employee remun- 
eration and related administrative 
costs are capitalized. 

The average number of employees 
on the payroll during the year was 
249 compared to 240 a year ago. 
Approximately 75% of Company 
personnel are union members and 
are covered by two separate collec- 
tive agreements; one with the Office 
& Technical Employees Union, and 
the other with the International 
Brotherhood of Electrical Workers. 
These collective agreements are in 
force for two years, expiring March 
31, 1977 and September 11, 1977, 
except for wage rates, which are set- 
tled on a one year basis. The Com- 
pany has received requests from 
both Unions to commence negotia- 
tions for new wage rates, one to be 
effective from April 1, 1976 to March 
31, 1977 and the other to be effective 
from September 12, 1976 to Septem- 
ber 11, 1977. 


Property, Franchise and Other Taxes 


Your Company continues to con- 
tribute substantial tax revenue to the 
communities it serves. During the 
current year property taxes and fran- 
chise fees increased by 17% to 
$2,005,313 compared to $1,713,484 
last year. Since franchise fees are cal- 
culated at 3% of gross revenue from 
natural gas sales within municipal 
boundaries and a portion of prop- 
erty taxes is also based on gas sales 
revenue, the continued increase in 
the retail price of natural gas has 
resulted in major increases in reve- 
nue to the municipalities in our ser- 
vice area. 
The Provincial corporation capital 
tax amounted to $113,462 this year 
compared to $78,195 in the prior 
year. 
Depreciation 
The table below sets out depreci- 
ation rates for major plant classifica- 
tions: 

Transmission and distribution 

mains 2% 

Meters, compressors, buildings, 

measuring and regulating 

equipment 3% 

Other general equipment 

5% to 15% 


The composite rate of depreciation 
was 2.34%, unchanged from the pre- 
vious year. Consolidated depreci- 
ation in the current year amounted 
to $1,818,970 compared to 
$1,745,311 last year. 


Interest and Expense on Long-Term 
Debt 

Interest and expense on long-term 
debt amounted to $4,166,524 com- 
pared to $2,903,876 in the previous 
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year. This increase is mainly attribu- 
table to the interest cost on the $12 
million 11%% First Mortgage Sinking 
Fund Bonds, Series G. which were 
issued on June 26, 1975. An offset to 
interest on debt securities was the 
interest saved on long-term debt 
securities retired during the current 
year in accordance with sinking 
fund requirements. 


Other interest 


Cost of short-term borrowing by 
way of bank loans and the Com- 
/pany’s Own commercial paper was 
$888,540, which was slightly more 
than last year. The Company’s com- 
posite short-term borrowing rate for 
the year was 9.81% compared to 
9.59% in the previous year. 


Interest Charged to Construction 


The Company follows the practice 
of capitalizing interest on funds 
used during the period of construc- 
tion of major plant additions. Inter- 
est charged to construction in the 
current year amounted to $563,583 
compared to $529,712 in the pre- 
vious year. Almost all of the interest 
capitalized in both the current and 
previous year relates to the use of 
funds for construction of the East 
Kootenay Link. 


Income Taxes 

Income taxes for the current year 
were $250,036 after deducting an 
adjustment of $19,125 relating to 
prior years. The substantial reduc- 
tion of income taxes from $736,728 
recorded in the previous year 
resulted primarily from claiming 
capital cost allowances on the East 
Kootenay Link expenditures during 
the year for tax purposes, whereas 


depreciation on this pipeline, under 
the regulations presently set out by 
the Company’s regulatory body, will 
not commence until the 1977 fiscal 
year. Income taxes have been pro- 
vided as follows: 

($000’s) 


1976 1975 
Net income 


before taxes (Inland) 
Deduct: 
Interest during constr. 564 530 
Excess C.C.A. and other 
timing differences 3,891 2,969 
Other items (net) 69 (65) 


$ 459 $1,335 
50.49% 53.12% 


$4,983 $4,769 


Effective tax rate 
Income taxes — 


Inland Su 213% $* 704 
Subsidiaries 37 88 
$250 $ 737 


The Federal 10% corporate surtax 
ended on April 30, 1975. The 
decrease in the Federal rate was par- 
tially offset by a 2% increase in the 
Provincial tax rate effective from 
January 1, 1976. 


Inland’s Executive Vice-President R.B. 
Stokes is pictured above (left) dis- 
cussing energy conservation on the set 
of a company-sponsored television pro- 
gram. 


ENERGY CONSERVATION 


Although natural gas supply in Brit- 
ish Columbia is more than adequate 
to fulfill domestic demand, your 
Company continues to support the 
concept of energy conservation. We 
have placed our full support behind 
energy conservation programs spon- 
sored by the Federal Government 
and we have incorporated the 
theme of proper energy utilization 
into our advertising programs and 
into any presentations being made 
to groups in our service area. 


FINANCING 


On June 29, 1976 your Company 
completed a $10 million issue of 
400,000 10% cumulative redeemable 
second preference shares with a par 
value of $25 per share, which netted 


the Company approximately 
$9,560,000. The proceeds of this 
issue have been used to reduce 
short-term indebtedness which was 
incurred primarily for the construc- 
tion of the East Kootenay Link. The 
Company has not finalized any 
plans for further financings at the 
present time, but has established a 
line of credit with its corporate 
bankers, enabling it to utilize either 
bank loans or issue its own com- 
mercial paper. These funds, along 
with internally generated funds, 
should provide the necessary cash 
requirements for the coming year. 


CAPITAL EXPENDITURES 


Capital expenditures for the year 
under review totalled $15.2 million 
and consisted of $5.7 million for nor- 
mal capital additions, $8.2 million 
for the second stage (70 miles) of the 
East Kootenay Link pipeline and $1.3 
million for the Trail compressor sta- 
tion. The East Kootenay Link pipe- 
line and compressor station went 


into service as scheduled in Novem- 
ber of 1975, as your Company’s 
major peak shaving facility. 


FUTURE CAPITAL EXPENDITURES 


Your Company’s capital budget for 
plant additions in the coming year 
amounts to approximately $9.7 mil- 
lion. In addition to routine plant 
additions amounting to $5.9 million, 
the budget allows for final cleanup 
of the East Kootenay Link project, 
the looping of a portion of the trans- 
mission line lateral serving the 
Salmon Arm area, and for the instal- 
lation of a submerged pipeline 
crossing of the Okanagan Lake at 
Kelowna to reinforce the supply of 
gas to the Westbank and Lakeview 
Heights area. Also included in the 
forthcoming year’s budget is service 
to Afton Mines Ltd. (NPL) near Kam- 
loops and an upgrading of our facil- 
ities to serve a major increase in the 
gas requirements of Intercontinental 
Pulp and Paper Co. Ltd. at Prince 
George. 


The Company intends, during the 
coming fiscal year, to construct a 
new building in the City of Kelowna. 
This new operations centre is 
required to meet the demands of the 
rapidly expanding area. 


SHARE DISTRIBUTION 


Approximately 95% of the share- 
holders of Preference and Common 
stock of the Company are resident in 
Canada. The distribution of each 
class of shares is set out below: 


Shareholders Shares 


Preference 
Canada 3,027 797,037 
U.S.A. 16 2,078 
Others ee Pe 
3,048 800,000 
Common 
Canada 4601 2512832 
U.S.A. 276 75,839 
Others 86 233,451 


4,963 2022 A242 


WHOLLY-OWNED SUBSIDIARIES 


Peace River Transmission 
Company Limited 


The Company is an Inter-Provincial 
pipeline company and is subject to 
regulation by the National Energy 
Board. It purchases natural gas from 
the gathering system of Westcoast 
Transmission Company Limited, and 
delivers it to the outskirts of the City 
of Dawson Creek in northeastern 
British Columbia, where it is sold to 
Northland Utilities (B.C.) Limited for 
distribution in Dawson Creek and 
the surrounding area. 


Natural gas sales for the year under 
review were 1,107,015 Mcf, as com- 
pared to 1,108,759 Mcf in the pre- 
vious year. This slight decrease in 
sales was the result of weather 
which was 3% warmer than last year. 
Net income for the year was $35,491 
compared to $28,671 in fiscal 1975. 


Grande Prairie Transmission Co. Ltd. 


The Company is incorporated under 
the laws of the Province of Alberta 
and is subject to regulation by the 
Public Utilities Board of Alberta. It 
purchases natural gas from various 
fields north of Grande Prairie in the 
Peace River area of Alberta and 
transmits it for resale by North- 
western Utilities Limited to the City 
of Grande Prairie and other commu- 
nities in the immediate area. Gas 
sales for the year under review were 
1,996,365 Mcf which was marginally 
higher than last year’s sales of 
1,965,420 Mcf. This increase 
occurred in spite of weather that 


was 3% warmer than last year. Net 
income for the year was $8,503 com- 
pared to a loss of $5,294 in the pre- 
vious year. 

In May of 1976, the Company 
received permission from the Public 
Utilities Board of Alberta for an 
increase in its rates to Northwestern 
Utilities as a result of an increase in 
the Provincial Support Price for nat- 
ural gas purchased at the wellhead. 
The flow-through of this increase 
had no net effect on the Company’s 
earnings. During the year a new well 
in the Sexsmith area was tied into 
the system. There is continued drill- 
ing activity within the service area 
and the company is presently nego- 
tiating with producers to contract 
for additional reserves. The North- 
ern Alberta Rape Seed Processors 
Co-op will start operation this year, 
and will add significantly to indus- 
trial natural gas sales. 


St. John Gas & Oil Co. Ltd. (NPL) 


This subsidiary holds minor interests 
in natural gas and oil leases in north- 
eastern British Columbia and partic- 
ipates in the production of natural 
gas and oil from these leases. Net 
income for the year amounted to 
$1,854 compared to $3,465 in the 
prior year. 


Inland Development Co. Ltd. 


This subsidiary owns various proper- 
ties in the Okanagan Valley, includ- 
ing an office building in the City of 
Kelowna. The Company has been 
relatively inactive during the year 
under review, and recorded a loss 
for the year of $20,528. 
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TO OUR EMPLOYEES 


Over the years the Company has 
experienced continued growth. 
During the current year, Inland 
employed an average of 249 
employees, 68 of whom had in 
excess of ten years’ service. Among 
those 68 long-service employees, are 
26 individuals who have been 
employed since Inland commenced 
operations in 1957. 


The major resource of any organiza- 
tion that conducts business is its 
people. However, in a report of this 
nature, it is impossible to record the 
personal contribution made by each 
and every employee. It is through 
your continued efforts and capabili- 
ties that our Company has been able 
to continually increase its effective- 
ness in the business place and the 
community. Therefore, the Board of 
Directors wish to recognize the 
effort made by each of you during 
the past year and thank you for your 
support and valued assistance. 


For the Board of Directors 


JO bac HA 


Chairman of the Board 


September 28, 1976. 


INLAND NATURAL GAS CO. LTD. 


and Wholly-owned Subsidiaries 


CONSOLIDATED STATEMENT OF INCOME 
FOR THE YEAR ENDED JUNE 30 


REVENUE 1976 1975 
RN Acs ee no Foi cssys ha cn set ndadnsocnssevacodcdcvacnvsadocuyscacatshcasendassndessoveloss $37,471,711 $33,825,713 
OE TSS ADSENSE 0 CS 0 te 296,700 296,700 
EP SLUT Y ES CEL Sy a as ee ee 528,355 410,552 


38,296,766 34,532,965 


EXPENSES 

NNR A Ts Ad Rd as on A be dc eth oda dateccuhccusbadedodesdninnwdootenss 20,516,544 19,488,555 
SNR NR MINIT CMU TNA TATE NATL ots hoe sooo oe ocd Sean de deabac gnaw caidas spdctactsocsedosvreubie’s 2,733,628 2,304,681 
SRS INC A) AUS ACIINV IESE ALI C22 oan ood sep ieces onsen nonsense ceive coacazapatecssesncttecssdateaouedn 1,561,415 1,157,066 
Sa EE AIG FAS AINE OLPICE LANES ooo. ool conc gacenonss sasnsaeseeinssncsatagsacesssdzasinsdsecendoursucelestecteds 2,118,775 1,791,679 
INN AA CDP a oka bacon nnd anensancent abadewsduaiSecudakeCcanssnatecetbitees 1,818,970 1745314 
Bees CIEXIEISE OL FONG -TEMM: GEDE. 52.5 -.-.5..55.-sesesceeeacecancneonsnsstcnnenssancndadeodsesedardecassiodes 4,166,524 2,903,876 
0 RD caer Oi tele Ae A ee aan tne eee ee ee oe 888,540 840,548 
Nas eR eC ETN UL UL CUNO cece s oe ogo nc tse 3 3dise ddsnaeys npddasendeedobewec sdeseerone scenes esse» (563,583) (529,712) 
33,240,813 29,702,004 

De ERIC RE CANES oe osteo oo. 5 Sco odes lacedacccnccneochdednecsvaccnucoosdessdectansdedbases 5,055,953 4 830,961 
RR NEC nae cc SE RN ee clan wilds cass nau dudiseloapnccudedinbeQan seeder ccdhdseut niet 250,036 736,728 
SE ES ag ho ach cc uc tira cata Vacdos coanspesomikoaeliccknllcan dudaswsasace $ 4,805,917 $ 4094233 

TTS ETE ES 154 125, GUT ASRS oe 0 2 2 $ 1.56 §$ 1.31 

CONSOLIDATED STATEMENT OF RETAINED EARNINGS 
FOR THE YEAR ENDED JUNE 30 
1976 1975 

SCTE JES ESET A GEES EN (GA @ 1S 39 4 °C 912729121. 77 $143135915 
AUS AVESPE acces pec ot 4,805,917 4,094,233 
17,535,038 15,230,148 

Dividends on 5% preference shares—$1.00 per Sarre uu... ceceeccecec eects eseseeeeseseseneeetsenenens 400,000 400,000 
Dividends on common shares—$.80 per share in 1976; $.74 1N 1975 ........cccceseeeeeseeeees 2,257,698 2,088,370 
enn ZALIOIMOL OLETETCRICE SIale 1SSUC COSUS ....0.5..5-..cc.csccs.ccseseasesnscaseneedesscncnessteecarencnseors> 12,657 12,657 
2,670,355 2,501,027 

Sar UE SIREN CE Fo ae a Fas Dal stave agate ong ie Sasetcntee dum sctdannsennes $14,864,683 $12,729,121 


See accompanying summary of accounting policies and notes. 
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INLAND NATURAL GAS CO LTD. 


and Wholly-owned Subsidiaries 


CONSOLIDATE 


ASSETS 
CURRENT ASSETS 1976 1975 
Temporary Cash investment :..ccec conan sects scceczee ss socsacs ces nays none Sacansonte ss seg orbs sangesteces is ccs eee $ = $ 1,716,413 
ACCOUNTS FECe@IVable f.iscsiceGeceichsnccncensDvaaes as csletdna es eaters ek ee 4,434,365 3,033,404 
Inventories of construction and operating materials and supplies, at Cost ............... 1,451,421 1,608,955 
Prepaid OxPemnses. ....scecsscscssscccosssvapocssssscot suns = den dencedueeucerstctrs conte ote nes ane eae eee ence 221,375 117,438 
6,107,161 6,476,210 
NON-CURRENT ASSETS 
Mortgages and otherlong-term receivables =... ...c..s-csremtcsn teen rete eee 100,668 98,651 
Investment in marketable securities, at cost (quoted 
market 1976='$87,000; 1975 = $65,000) 2.32 nee eee 100,000 100,000 
Real estate held forresale; at costc.3.2.079) 2 eee 268,163 237,209 
468,831 435,920 
PROPERTY, PLANT AND EQUIPMENT, at cost 
Natural gas transmission lines and distribution SYSTEMS ...........cccccceceseeseeseeseeeeeeeeeneeaeens 97,666,901 74,906,104 
Plant, buildings and equipment yzcg..s..5-ccceees secrete eee eee 5,014,157 4,805,716 
Land. and land rights <<: iecsccishin yess ck ceccce eee cet ee 2,555,516 2,000,496 
Construction Work IM PrOCeSS:.isccccsss cee cake eases esece ee 461,077 10,095,077 
105,697,651 91,807,393 
Accumulated depreciation si0..5. os0<cseesssctate eects ee ee 14,578,877 13,110,412 
91,118,774 78,696,981 
Interest in petroleum and natural gas Propertie ............cccccsccccscsscseseeseseeecseseeseseseescseseees 169,949 159,171 
Accumulated depletion ic. cisccciseccscsass- ox saces nase ee 62,970 62,458 
106,979 96,713 
91,225,753 78,793,694 
OTHER ASSETS AND DEFERRED CHARGES 
Unamortized preference share issue COStS sa. ee 1,431,220 1,049,956 
Unamortized lone-ternyvdebtissue costsc....2.e ee eee 939,805 1,090,260 
2,371,025 2,140,216 
$100,172,770 $ 87,846,040 


See accompanying summary of accounting policies and notes. 
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BALANCE SHEET 


LIABILITIES 
CURRENT LIABILITIES 1976 O75 
eM MURT AE AIT CIS VO Te CET WI ROLES o-oo oo pcoi te tense: ancis oo caees Ss Fea roadie eae coke ev asada onkceoa decked tbotiee! $ 1,186,938 $ 2,579,584 
2s LOS (OZONE SY a snr cea a Ie IR a eB Det 4,790,107 2,864,671 
STEELE SIDE NEL ONS i, ce ea Aad RD a Red rd ER id i 100,000 100,000 
LAP OUIRES UES ado oN de 4 le RD OC 204,606 6,905 
Ramey siranchise and other taxescaccrued 0. ......6.0.ho.c.0eotietssb sca arease GG iiassscusonsossvecewssneet 2,056,927 1,691,433 
7 TLR ES LAVOE. Woy al Fal a fest yd a We [=|] ine one ne 522,103 492,845 
MNO OTL LOTO [OME LCT CEI fo ocae yx cecksutoe oes ona cadevaca Nessa sa peeavems eo ssdues sane eeceeaeatenucks 4,620,220 155,575 
13,480,901 7,891,013 
(Ne ELSINSs CHIU BS7 (GS 05 225 Ih 1c a ee ee Rs eC 45,521,846 50,920,566 
SHAREHOLDERS’ EQUITY 
SHARE CAPITAL (Note 2) 
5% Cumulative redeemable preference shares, par value $20 per share 
UNO Z OG ALICL 1S SULCCs AOU OO SI VANS S oon. cones sookestansensobacnesneveous havsmumr ede iaevenseustecees 8,000,000 8,000,000 
10% Cumulative redeemable second preference shares, 
par value $25 per share 
EICLOUIZECHAIIG (SSCs 400 OOO SITAFES i .55 55 css daocecsasccsenatontenssuescobacaponeossbsacsinuasensecadeect 10,000,000 = 
Common shares, par value $1 per share 
Authorized: 5,000,000 shares 
Issued: DOT TEST ANCS tre nen ec hak ones od Se Re Oe ce 2,822,122 2 O22 22 
Fine tere Due AE YING CIVIINACIIN SETA ES acetal iresec cs ccetehsatc co teeaneh lee ae aeseee wu cede cee ea taanaws Cease ole 5,483,218 5,483,218 
ee ARUN VIN Cre INCTG:3 ) cates e feran at cc cessor ccdonngees te audagse ss suncetaceece-aa eet sperae sash tangas 14,864,683 129729,121 
41,170,023 29,034,461 


$100,172,770 $ 87,846,040 


Approved on behalf of the Board 


Wie. Laat Director 
GEL Lo. Director 
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INLAND NATURAL GAS CO. LTD. 


and Wholly-owned Subsidiaries 


CONSOLIDATED STATEMENT OF CHANGES 
IN FINANCIAL POSITION 


FOR THE YEAR ENDED JUNE 30 


SOURCE OF WORKING CAPITAL 1976 1975 
Operations 
Net ICON sink secsses el ceacpas ec eee ie $ 4,805,917. $ 4094233 
Non-cash charges (credits) to income 
Depreciation and aMortiZatiOn isn cits.: sncccds.1s.vacuceoarsvsersecnnentecareer setae trates anne seaiertee 1,873,635 1,792,320 
CO a = ene or SII UTI RO FUER PIE rant HVE SN 8 Al fabs ilar undo omaubeSvoce (109,000) = 
Total from 0 peratiOmns si sicciecccc. tees ess trace eee 6,570,552 5,886,553 
Second. preference:shares (SSUCC,fccc.:c.:cccccest ecto. cs ese cater eeen yen trees eee eee 10,000,000 - 
Long-term debt issued 
First mortgage DONS .....c.2c),ascescacsseceessesnesseerues venceb setae steer = 12,000,000 
MOS a Be ae seca casi ccesecascneseon nape shacomn ne cactces spusteveseeorusscyeastesth S:Ogneecee eben Gee en Mra eter eae ee = 347,500 
OUR OF = MOE cirri snc chserabcen bes bas uelase ast vas Wi ne heat ee 217,089 (17,190) 


16,787,641 18,216,863 
APPLICATION OF WORKING CAPITAL 


Additions to property, plant andiequipmentc3 ee ee ee ee 14,392,029 13,962,266 
Dividends on preference and common shares ..5 2. ececcctecere sect ees rt eet e e 2,657,698 2,488,370 
Reduction of long-term Gdebts...ce5 eo ceccson coe ere eae ae eee ee 5,290,228 1,043,357 
Second preference share.issue COSUSs....2.c-:1ccuere ec tee ty ee en eee eee 393,921 _ 

Long-term debt isSue COStS. cic. cn<.v.c-sucucsse<testerectacsee orto ne deere See ee cece ee es ee nes 12,702 394,595 


22,746,578 17,888,588 


INGREASE (DEGREASE),IN WORKING CAPITAL ae eee eee (5,958,937) 328-275 
Working capital(deficit)iat begining Of Yeats. cc-ccc terete eset eee (1,414,803) — (1,743,078) 
WORKING CAPITAL (DEFICIT) ALEND: OPV EA Rix ve ee eee $(7,373,740) $(1,414,803) 


See accompanying summary of accounting policies and notes. 


AUDITORS’ REPORT 


To the Shareholders 

Inland Natural Gas Co. Ltd. 

We have examined the consolidated balance sheet of Inland Natural Gas Co. Ltd. and its subsidiaries as at 
June 30, 1976 and the consolidated statements of income, retained earnings and changes in financial position 
for the year then ended. Our examination included a general review of the accounting procedures and such 


tests of accounting records and other supporting evidence as we considered necessary in the circumstances. 
In our opinion these consolidated financial statements present fairly the financial position of the companies 
as at June 30, 1976 and the results of their operations and the changes in their financial position for the year 


then ended, in accordance with generally accepted accounting principles applied on a basis consistent with 
that of the preceding year. 


Vancouver, B.C. “a fees VEO UIIE he &, 


August 30, 1976 Chartered Accountants 
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INLAND NATURAL GAS CO. LTD. 
and Wholly-owned Subsidiaries 


SUMMARY OF ACCOUNTING POLICIES 


The Company and its transmission subsidiaries are regulated utilities and their accounting records and prac- 
tices conform to the requirements of their respective regulatory authority. Significant accounting policies are 
set out below: 


Principles of Consolidation 


The consolidated financial statements include the accounts of Inland Natural Gas Co. Ltd. and its sub- 
sidiaries Peace River Transmission Company Limited, Grande Prairie Transmission Co. Ltd., Inland Devel- 
opment Co. Ltd., St. John Gas & Oil Co. Ltd. (N.P.L.), Inland Transmission Co. Ltd. and Inland Development 
(1957) Co. Ltd., all of which are wholly-owned. 


Property, Plant and Equipment 


The cost of utility plant additions, major renewals and betterments, including direct costs, general and 
administrative costs allocable to construction and interest on funds used during construction are capitalized. 
The cost of depreciable utility plant retired together with removal costs less salvage is charged to accumu- 
lated depreciation. Maintenance and repair costs of a routine nature are charged to expense as incurred. 


Depreciation 


Depreciation of plant in service is computed on a straight-line basis whereby rates for each class of plant, 
designed to amortize the cost of the assets over their estimated useful lives, are applied to the Company’s 
investment in such plant at the beginning of the year. The application of these rates for the year ended June 
30, 1976 results in a composite rate of 2.34%. Rates for major plant classifications are as follows: 


Transmission and distribution mains 2% 
Meters, compressors, buildings, measuring and regulating equipment 3% 
General equipment 5% to 15% 


Other Assets and Deferred Charges 

Long-term debt issue costs are amortized over the original lives of the related debt. Gains on purchase of 
debt securities for sinking funds are amortized over the remaining lives of the related debt as a reduction of 
debt charges. 

5% Preference share issue costs are amortized to retained earnings at the prescribed annual rate of 1%. 


10% Second preference share issue costs will be amortized to retained earnings over a 21 year period com- 
mencing July 1, 1976. 


Income Taxes 

The companies claim capital cost allowance and certain other deductions for income tax purposes in excess 
of the related amounts recorded as expense in their accounts, thereby reducing income taxes which would 
otherwise have been charged against income by $1,969,000 for the 1976 fiscal year and $14,899,000 in total to 
June 30, 1976. In addition, as a result of the foregoing, tax losses carried forward to future years in subsidiary 
companies amount to $120,464. Since only the taxes currently payable are claimed for regulatory purposes in 
setting consumer rates, as has been approved by the companies’ regulatory authorities, the companies fol- 
low the taxes payable basis and make no provision for such reductions. 


Pension Plan 

The companies have pension plans for their employees which have been revised and amended from time to 
time. The plans require that actuarial studies be prepared every three years. The most recent actuarial valu- 
ations were prepared as at December 31, 1972 for the plan for salaried employees and as at April 1, 1973 for 
the plan for other employees. Current triennial actuarial studies have not been finalized; however, prelimi- 
nary reports from the actuaries indicate that there are no unfunded liabilities for past service benefits. 


Earnings Per Common Share 

Earnings per common share are calculated using the weighted monthly average number of shares out- 
standing during the respective fiscal years. Dividend requirements on preference shares of $400,000 each year 
are deducted from net income for purposes of these calculations. 

There would be no material dilution of earnings per share if the outstanding common share purchase war- 
rants had been exercised during the year. 
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INLAND NATURAL GAS CO. LTD. 


and Wholly-owned Subsidiaries 


NOTES TO CONSOLIDATED FINANCIAL STATEMENTS 


1. Long-Term Debt 


Total Current Long-Term 
Outstanding Liability 1976 1975) 
Inland Natural Gas Co. Ltd. 
First mortgage sinking fund bonds 
614% Series C, due May 1, 1983 .........ccessceseeereeeeee $14,081,000 $ 15,000 $14,066,000 $14,729,500 
8% Series D, due December 31, 19839 ................. 4,667,000 101,000 4,566,000 4,667,000 
8%4% Series E, due November 1, 1991 ...............- 7,250,000 — 7,250,000 7,380,000 
8% Series F, dU@ADIII 15, 1993 oe eee 7,500,000 120,000 7,380,000 7,500,000 
11%% Series G, due June 15, 1995 ............. cece 12,000,000 165,000 11,835,000 12,000,000 
Convertible sinking fund debentures 
5% Series A, due February 15, 1977 ..........00000 4,151,000 4,151,000 _ 4,151,000 


49,649,000 4,552,000 45,097,000 50,427,500 


Inland Development Co. Ltd. 
9% Mortgage, repayable in monthly instalments 


of $2,001 based on a 20 year term to 1991 ..... 202,291 6,390 195,901 202,291 
9% Mortgage, repayable in annual instalments 
of: 1977 to 1979 — $88,000; 1980 — $96,017... 290,775 61,830 228,945 290,775 


$50,142,066 $4,620,220 $45,521,846 $50,920,566 


The first mortgage bonds are secured by a Trust Deed which constitutes in favour of the Trustee a first, fixed 
and specific mortgage and charge of and upon certain property of the Company and a first floating charge on 
the undertaking and all other property and assets, present and future of the Company, in the manner and to 
the extent set forth in the Trust Deed. 


The Series A debentures are (inter alia) unsecured obligations of the Company but are subject to restrictions 
of the Trust Indenture dated February 15, 1957. The convertible feature of the debentures expired November 
oO s. 


The trust agreements relating to the bonds and debentures require the Company to establish sinking funds to 
retire various amounts of each issue prior to maturity. The annual requirements to date have been fulfilled by 
retirement of the stipulated amount of such securities. Sinking fund requirements and debt maturities over 
the next five years, after giving effect to purchases and retirements as at June 30, 1976 are: 1977 — $4,552,000; 
1978 — $1,282,000; 1979 — $1,380,000; 1980 — $1,482,000; 1981 — $1,598,000. 


2. Share Capital 
a) 5% Cumulative Redeemable Preference Shares 


On June 8, 1976 the Memorandum of the Company was amended cancelling 100,000 unissued shares. The 5% 
preference shares are redeemable at the option of the Company at a price of $21 per share. 
b) 10% Cumulative Redeemable Second Preference Shares 


On June 9, 1976 the Memorandum and Articles of the Company were amended creating 400,000 such shares 


of the par value of $25 each. On June 29, 1976 these shares were issued and sold for a consideration of 
$10,000,000. 
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The 10% second preference shares are not redeemable before July 1, 1981 but will be redeemable thereafter at 
the option of the Company at a price of $26.25 per share if redeemed on or before June 30, 1982, and at prices 
reducing annually to $25 per share if redeemed after June 30, 1986. 


The Company is required, in each calendar quarter commencing with the third calendar quarter of 1977, to 
purchase for cancellation 5,000 10% second preference shares in the open market at prices not exceeding $25 
per share. If, in any calendar quarter, the Company is unable to purchase 5,000 shares, its purchase obliga- 
tions carry over to succeeding calendar quarters for a total of 20,000 shares during each 12 month period 
ending June 30, after which date the Company has no further obligation to purchase shares for that period 
ending June 30. 


c) Common Shares 


The Series D bonds were issued with share purchase warrants which entitled holders to purchase common 
shares of the Company on or before June 15, 1979 at $17.50 per share, such price being subject to adjustment 
in certain events. On June 21, 1971 following the issue of common shares pursuant to the rights offering, the 
warrant exercise price was adjusted to $16.83 per share. 75,000 unissued shares have been reserved to meet 
this commitment. 


3. Retained Earnings 
The Trust Deed relating to the First Mortgage Sinking Fund Bonds contains certain restrictions upon the pay- 
ment of dividends. At June 30, 1976 all of the Company’s retained earnings were free of such restrictions. 


4. Remuneration of Directors and Senior Officers 


The aggregate direct remuneration paid by the Company to directors and senior officers for the year ended 
June 30, 1976 was $242,850 (1975 — $215,259). 


5. Anti-Inflation Act 


The Company is subject to controls on dividends to the holders of the Company’s common shares under the 
federal government’s anti-inflation guidelines which became effective October 14, 1975. 


6. Rate Matters 


By an order dated January 8, 1976 and amended by order dated January 14, 1976, the British Columbia Energy 
Commission allowed the Company to amend its filed tariff schedules to incorporate an interim rate increase 
of 7¢ per Mcf to all classes of customers. This increase became effective on January 2, 1976 or on such later 
date as may allow for the completion at the existing billing rates of any billing cycle in effect prior to January 
1, 1976. Revenues received from the interim rate increase, totalling approximately $1,348,000 at June 30, 1976, 
are subject to refund together with interest at 9% if subsequently ordered by the Commission. This interim 
rate increase will remain in effect until the Commission has considered the application to be filed by the 
Company for an order establishing the appropriate rate base, cost of service and return on rate base to the 
Company. 

Effective April 1, 1976, the Company’s gas supplier, Westcoast Transmission Company Limited, placed in 
effect a further rate increase. The Company designed and implemented new rates to all customer classifica- 
tions which were approved by the British Columbia Energy Commission and will recover, on an annual basis, 
all additional costs relative to this price increase. 


7. Capital Expenditures 
Capital expenditures for 1977 are estimated at $9,700,000. Cash requirements will be provided by established 
corporate lines of credit together with cash from operations pending future financing. 
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COMPARATIVE STATEMENT O 


1976 
DISTRIBUTION OF GROSS REVENUE 
REVENUE | 
Salé of BS ...ccuisee gee ee $35,786,016 
Transportation:allowances........a.05...445.0 a ee 296,700 
Other INCOME f.cccdskic estou sachs ca eee 445,086 
36,527,802 
EXPENSES 
Purchase of @aS.sd.sc.:.csccescssc.-ceevs boom tcttseee 2 eee ee 19,423,365 
Operation and maintenance... .4..25.02......05.-o ee 4,042,170 
Property and other taxes... ee 1,153,879 
Franchise f@@S 2.i.453.chcc.0c.-5 coerce 922,528 
YEAR ENDED JUNE 20, 1976 Depreciation: 2258. .cc: Sea eee oc ee 1,732,656 
Interest on borrowed MONeY. 2.00 s.csecsc.ccseccsecesscoteeeereeee 4,982,241 
Amortization of long-term debt issue costs ............00 54,665 
Interest charged to construction (credit)........... eee (563,583 
31,747,921 
INCOME BEFORE: INGCOMEMAXES 21. cre eee 4,779,881 
INGOME TAXES ie tote ie note ketene ase 212,678 
NETINGOME. 2.5 sos eee eee 4,567,203 
INCOME FROM SUBSIDIARY 
COMPANIES (NGG) crac eee ee ee 238,714 
NET.GONSOLIDATEDANGC OME: 20 le cee $ 4,805,917 
H ; DIVIDENDS 
- . Preference’shaties Mire. coi. aeetncenemuens ss soiree genset eee $ 400,000 
; ‘ Common shares’... ee eee 2,257,698 
oe Total dividends:.a1.Aty. or Mv iengene teecorre ene a ae $ 2,657,698 
: NUMBER OF COMMON SHARES (average) «.vseesseee 2,822,122 
rt | 
EARNINGS PER COMMON SHARE | 
he (after provision for preference dividends) ................ $ 1.56 
1974 1975 
DIVIDENDS PER COMMON SHARE]... ee $ BC 
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-ONSOLIDATED INCOME AND DIVIDENDS 


1975 


32,414,184 
296,700 
328,971 


33,039,855 


18,663,501 
3,197,242 
920,547 
839,649 
1,661,278 
3,678,765 
47,009 


(529,712) 


28,478,279 
4,561,576 
703,700 
3,857,876 


236,357 
4,094,233 


400,000 
2,088,370 


2,488,370 
2,822,122 


74 


1974 


2s 2,202 
296,700 


488,703 
28,057,605 


14,155,016 
2,723,477 
791,251 
649,628 
1,554,102 
3,019,393 
60,190 


(15,240) 
22,937,817 


51197768 


1,446,269 


31073519 


216,009 


1973 


22,664,204 
288,880 
SoZ 712 


23)305;796 


10,403,343 
2,382,680 
650,950 
455,525 
1,447,087 
2,662,467 
63,323 

(38,663) 
18,026,712 


5,279,084 
1,495,561 


3,7 833523 


99,708 


1972 


18,269,877 
260,023 
331,191 


18,861,091 


8,117,278 
2,015,214 
541,075 
381,973 
1,192,131 
2,331,595 
67,179 


(264,894) 
14,381,551 


1971 


15,544,855 
234,030 


242,211 
16,021,096 


6,949,267 
1,713,627 
475,903 
333,279 
1,154,571 
1,956,895 
67,157 


(24,228) 


12,626,471 


1970 


14,146,424 
229,032 
219,627, 


14,595,083 


6,650,914 
1,655,258 
430,785 
258,094 
1,037,895 
1,948,695 
74,994 

(18,806) 
12,037,829 


1969 


13960737 
199,400 
259,489 


14,419,626 


6,702,964 
1,764,769 
386,764 
297,092 
965,584 
1,791,638 
97,625 


(25,023) 
11,942,013 


1968 


12,545,300 
151,800 
275,416 


12,972,516 


5,971,774 
1,486,372 
346,214 
211,725 
916,347 
1,708,993 
97,215 
(8,340) 
10,730,300 


4,479,540 
994,769 


3,484,771 


281,130 


3,394,625 


956,362 


2,438,263 


207,694 


2,557,254 
594,511 


1,962,743 


179,306 


2,645,957 


2,142,049 


2,477,613 
490,580 


1,987,033 


215,015 


2,202,646 


2,242,216 


2,242,216 


275,547 


2h 6S 


400,000 


400,000 


400,000 


400,000 
17265921 


400,000 
1,226,307. 


400,000 
IO, 191 


2022422 


1.24 


Je 


ZOLe A 22 


25 


.69 


2,822,122 


1Ag 


.63 


2,578,100 


87 


2) 
ive 


2,571,843 


.68 


50 


2,437,550 


74 


50 


2,341,625 


.90 


A2%2 


1967 


12,234,227 
151,800 
278,255 


12,664,282 


5,694,852 
1,618,442 
316,294 
199,773 
868,390 
1,680,905 
97,215 


(14,188) 
10,461,683 


2,202,599 


2,202,599 


286,423 
2,489,022 


400,000 
819,569 


1,219,569 
2,341,625 


89 
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CONSOLIDATED BALANC 
| 


1976 

MILES OF COMPANY OWNED LINES 
TranstniSslOnme ws eee Sapidardehagiadeidcnascncco nee ea . 
Distribution ....2 eee ee ee 1,211 
SeInviceS... Sxiecxopdetr oecloes he oat em ieee 937 
Transmission-SUDSiCialt@S .....-...:...c.c-sssioncesoesearey vena 122 
UTILITY PLANT ($000) | 
Transmission..:..¢.34 ok eee $53,981 
DistribUtiONS: .cc<ci55c.0: cds tees ee 43,613 
Stand-by sian ee ee 882 
Generalincccs i eee ee +i 
Construction WOrk:in process 2i:22ccec-e ee eee 461 
Total utility platen. conte eee e. 101,665 
SUBSIDIARIES’ PLANT nee 4,203 
105,868 

ACCUMULATED DEPRECIATION 

Inland Natural Gas €Cocltdis eee 13,494 
Subsidiary companies (including depletion)................ 1,148 
14,642 
NEF CONSOLIDATED PLANT)... ee $91,22€ 
CAPITALIZATION ($000) 
First mortgage bOndS wea. meee ete evi eee $45,498 
Debentures...2.. 0.76 ee ee 4,151 
Short-term notes and bank loan (net) 00... cece 1,187 
Totahdebttc reco ee te eee ee peers. 50,83€ 
Preference sharess...2..te eee eee 18,006 
Common shares............. oy ee 2,822 
Premiumion common shares... ee =a 5,483 
Retained earnings: eras seus uewenonepaclg ee ee 14,865 
$92,00€ 


PERCENT OF TOTAL CAPITALIZATION | 
Firscmortpace DONS .:..2....cahe. ence tee ee ee ) 
DeDen Cures .s x iceteectede oi oohs, «espe ners ee ee re 


Total percentofdebie.. .2.- ene eee ee 
Preference: sharessie)....5:--aitu eee san eee ree 
COMIMONMSNAICS ore ee eee Pena hee eee 
Premiunvonicommon shiares-....ccctec cee eee 
Retained earnin g52.-c..55.aq0te steer one ee 


RATIOS 
First mortgage bond interest — times earned ................ 
Total debt interest — times earned ..............ccscsssceseseseees 
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1974 


781 
1,082 
814 
116 


34,047 
36,374 
882 
2,601 
139 


74,643 


Sen Wd 
78,160 


1973 


TT, 
1,000 
740 
116 


33,190 
33,000 
883 
poe Tf 
618 


70,228 


3,470 
73,698 


9267 
912 


10,179 
63,519 


35,810 
4,623 
76 


40,509 


2,822 
5,483 
9,691 


66,505 


1972 


197A 


1970 


603 
778 
569 
TS 


27330 
25,420 
364 
2,605 
134 


50,853 


2,688 
53,541 


6,615 
133 


7,348 
46,193 


22,567 
5,360 
2,031 

29,958 
8,000 
2,572 
3231 
6,013 

49,774 


45.3 
10.8 
als 


60.2 
16.1 
Bl 
6.5 
ZA 


100.0 


Bb) 
2.48 
506 


1969 


1968 


481 
626 
491 
lS 


19,062 
20 tO 
361 
Map VE 
615 


43,745 


ZN 
46,257 


1967 


471 
576 
458 
109 


18,406 
19,940 
BI 
2G? 
508 


41,388 


COMPARATIVE STATEMENT OF SALE 


| 
| 
i 
| 
1976 | 
REVENUE ($000) 
Residential s...c.geaun econ: Sostenteies ae fh oe $10,561 © 
Commercial.) pee eee 8,318 | 
Smallindustrialeee. 2. ee ee 5,053 | 
Large industriala2c7..2 craters ee 11,854 — 
Total natural gas revenue... .22...t--n.c0:- see $35,786 
SALES VOLUME (MMcf) 
Residentialc:ii,cc7aee.cnasiati ea 7,522 | 
Commercial ..citieca ne eee 6,221 ] 
Small industrial.2.2..02..0n;cccemee ee 4,723 | 
Large industrial,..22s20) accra ete ee 16,156 | 
Total natural gas sales VOIUME ............::ccscecceseresseneeeees 34,622 _ 
CUSTOMERS AT YEAR END | 
Residential <i.cc:86e os es eer er 59,300 — 
Commercials..c22 6 oe eee 8,034 
Smallindusttial os .8:4.csc dace 100 | 
Customers ab yearend se. eee 67,434 
CUSTOMER STATISTICS 
Average use per customer (Mcf) hy 
Residential: :.cccccscseccies Neen ee ae 132. 
Commercial -serix cose cet tees sentence eee eee 802 
Average rate per Mcf 
Residential acti fc eee cn eee $1.40 
Gomimercials 29.95 ses 0 02 cca eee ecco 1.34, 
COST OF NATURAL GAS PURCHASED ($000)............. $19,423 | 
VOLUME OF NATURAL GAS PURCHASED (MMcf)... 34,247 | 
MAXIMUM DAY SENDOUT (Mcf) | 
Including interruptibles.-2 tee, eee 157,966. 
DEGREE DAYS (Base 18%G.)ueeee ne 4,018 | 
i 
PAYROLL STATISTICS | 
Wages and benefits ($000) 2.0225 ..ns ne eee $ 4,887 | 
Number of employees (average)...........:cccccccsseeseeeeees 249 
*excluding subsidiary companies 
20 


-URCHASES AND OTHER STATISTICS* 
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| mee 
ae27 


18,664 


B>,111 


148,233 


4,140 


3,831 
240 


1974 


7,633 
Ds /59 
SU 
10,371 


2/202 


135 
7 G2 
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14,155 


35,169 


136,485 


4,002 


3,142 
224 


1973 


138 
782 


1.06 
0.97 


10,403 


33,120 


127,926 


4,130 


2,625 
Zio 


1972 


46,992 


144 
808 


ja 
0:97 


8,117 


24,430 


105,869 


4,443 


2326 
205 


1971 


5,477 
4,226 
1,452 
4,390 


15,545 


92,848 


4,257 


1,889 
188 
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1970 


4,738 
3,566 
1272 
4,570 

14,146 


4,083 
3,630 
697 
10,394 


19,999 


34,174 
5,121 
51 


39,346 


125 
744 


1.16 
0.98 


6,651 


20,040 


90,839 


3,865 


1,809 
195 


1969 


4645 
3,316 
1,419 
4581 

13,961 


4,200 
3,389 
2,050 
10,856 


20,495 


bey ee! 


138 
756 


elt 
0.98 


6,703 


20,507 


97,944 


4391 


1,745 
210 


1968 


a 
649 


1.16 
1.02 


DO7z2 


19,823 


84,624 


3,827 


1,481 
200 


1967 


118 
596 


1.27 
1.04 


5,695 


19,387 


80,447 


3,776 


1,447 
200 


COMMUNITIES | | 
SERVED 


YEAR SERVICE 
COMMENCED 


1957 Quesnel 
Williams Lake 
100 Mile House 
Merritt 
Kamloops 
Armstrong 
Enderby 
Salmon Arm and Canoe 
Vernon 
Kelowna 
Summerland 
Penticton 
Oliver 
Osoyoos 
Grand Forks 
Rossland 
Trail and Tadanac 
Warfield 
Castlegar 
Nelson 

1958 Chetwynd 
Prince George 

1960 Shelley 

1961 Oyama 

1962 Lac La Hache 

1964 Savona 
Winfield 
Okanagan Falls 

1965 W.A.C. Bennett Damsite 

and Hudson Hope 

Robson 

1967 Mackenzie 

1968 Princeton 
Falkland 
Coldstream 
Peachland 
Westbank 
Naramata 
Midway 
Lakeview Heights 

1969 Clinton 
Lumby 

1974 Logan Lake 
Cache Creek 
Ashcroft 

1972 Keremeos 

1974 Hedley 

1975 Salmo 
Fruitvale 
Montrose 
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INLAND NATURAL GAS CO. LTD. DISTRIBUTION AREA 


Inland Natural Gas 
Co. Ltd. Lines 


ISssion 


Westcoast Transm 


Company Limited Lines 
Alberta Natural Gas 
Company Line 


@06 66 @4 


Pacific Northern Gas 


Ltd. Line 


B.C. Hydro & Power 
Authority Line 


Columbia Natural Gas 


Limited Lines 


Other Natural Gas 


ines 


L 
Subsidiary Company 


Transm 


ISsiOn 


Transm 


ines 


ission L 
Communities Served by 


Inland Natural Gas Co. Ltd. 


oO 


A Compressor Stations 


: Miles 


Scale 


deliveries to Inland and increase de- 
liveries to the U.S. border. The Inland/ 
Westcoast transportation agreement has 
been approved by the B.C. Energy Com- 
mission and the National Energy Board 
of Canada, and deliveries of gas com- 
menced on January 29, 1977. 


General 

The upcoming rate hearing is ex- 
tremely important to your Company. 
While the earnings per common share 
for the six months under review show an 
increase over the comparable period for 
the prior year, estimated earnings for the 
next six months will be somewhat lower 
than last year due to increased costs and 
the impact of the additional preference 
dividends. These reduced earnings can 
only be restored and increased by a rate 
increase to our customers. 


For the Board of Directors 


Via Casta aa oo 


Chairman of the Board 


, Abe = President and Chief 
Vancouver, B.C. 


February 2, 1977 Operating Officer 
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NATURAL GAS CO. LTD. 


INLAND NATURAL GAS CO. 


CONSOLIDATED STATEMENT OF INCOME CONS( 


Six Months Ended 
Dec. 31, 1976 Dec. 31, 1975 


REVENUE 
Sale of gas wee... SR bie Eee eee $ 22,947,370 $ 14,786,338 SOURCE OF WOR 
Transportation allowance .............. eee 148,350 148,350 Net income for th 
Other operating revenue ...... a ee nes 261,506 224,418 Add-Non-cash chi 
23,357,226 15,159,106 Dep 
Pl. we a Amortization o 
EXPENSES issue costs ... 
Purchase of £a8) 4.s..ees002 EN hein nee 13,565,594 8,219,539 
Operation and maintenance ...... fn aca an are 1,623,644 1,174,207 Gain on purchase 
Selling, general and administrative ...... ios: , $891,269 648,166 for sinking fun 
Property, franchise and other taxes ........... 1,184,225 896,988 
Depreciation, G..-.-7--- Ric eaeenneere eae ee f, 1595039 933,548 
Interest and expense on long-term debt ..... 2,052,669 2,101,244 APPLICATION OF 
Otherinterest sane ee Pree erect 196,217 320,648 Additions a? ProE 
Interest charged to construction .......... oer (7,159) (562,850) and equipment 
Rie e pt Roky Tee ee Increase in non-c 
20,665,498 13,731,490 Reductiontomtam 
Income before income taxes ............. boat 2,691,728 1,427,616 Dividends on pre 
Income) taxeSeraneeees 5 ociciee wees bok eaeeaeeee 387,407 16,732 common shares 
NET INCOME: <te:n cn aetna me 2,304,321 1,410,884 Cost Ot see 
Dividends declared on preference shares ... 744,000 200,000 
$ 1,560,321 $ 1,210,884 DECREASE IN W‘ 
Working capital de 
EARNINGS PER COMMON SHARE ......... $ 0.55. 33 0.43 
a Sanaa WORKING CAPIT 
Common shares outstanding on AT DEC. 31 .... 
Decembensilistaeene eer RGR ame ARS as en D.S22 512 ee Se eS 


Total gas sales volume (Mcf) Approved on beh 


- Inland ..... pinned Ae tk Mts e 19,481,397 14,128,442 Si ea 
" wT ae a 


= STISSONAVIES Seccccnbsecuncoecon Peso crt 3535252 1,396,258 
20,834,649 15,524,700 


The above statements have been prepared from the books of account « 


CAPITAL 


o income 


Ve on) Ge 
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the Board 
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: Director 


Director 


unaudited. 


D. and wholly-owned subsidiary companies 


ATED STATEMENT OF CHANGES 
| FINANCIAL POSITION 


Six Months Ended 
Dec. 31, 1976 Dec. 31, 1975 


$ 2,304,321 $ 1,410,884 
1,159,039 933,548 
17,408 33,557 
3,480,768 2,377,989 
16,682 = 
3,497,450 2,377,989 
4,662,307 10,698,818 
20,842 26,263 
444,901 239,230 
1,872,849 1,328,849 
16,634 12,184 
7,017,533 12,305,344 
3,520,083 9,927,355 
7,373,740 1,414,803 
$10,893,823 $11,342,158 


TO OUR SHAREHOLDERS 


Earnings 

A comparative consolidated statement 
of income for the six months ended 
December 315519767and» December. 315 
1975, together with a comparative con- 
solidated statement of changes in finan- 
cial position, form part of this report. 
Earnings per common share after 
providing for dividends on preference 
shares amounted to 55¢ for the six mon- 
ths under review compared to 43¢ in the 
corresponding period last year. 


Dividends 

Common 

On January 21, 1977, your Board of 
Directors declared Quarterly Dividend 
No. 53 amounting to 20% per common 
share to shareholders of record at the 
close of business on January 31, 1977. 
This dividend is payable on February 15, 
LOTT: 


Preference 

On January 21, 1977, your Board of 
Directors declared Quarterly Dividend 
No. 82 at the rate of 25¢ per share on the 
issued and outstanding 400,000 5% 
preference shares, and Quarterly 
Dividend No. 3 at the rate of 62-1/2¢ per 
share on the issued and outstanding 
400,000 10% second preference shares. 
Preference share dividends are payable 
on April 15, 1977 to shareholders of 
record at the close of business on March 
Layee CS ETP. 


Revenue 

Inland’s natural gas sales volume for 
the six months under review increased to 
19,481,397 Mcf from 14,128,442 Mcf in 
the comparable period a year ago. 


Residential and commercial sales 
volumes were 6,088,501 Mcf compared 
to 5,852,099 last year. The increased 
residential and commercial volumes are 
attributable to the addition of ap- 
proximately 4,700 customers since 
December 31, 1975, bringing the total 
number of such customers served to ap- 
proximately 71,000. The increased 
volumes are somewhat lower than an- 
ticipated as a direct result of weather that 
was 7% warmer than normal and slightly 
warmer than last year. Industrial 
volumes have increased materially to 
10,876,365 Mcf compared to 6,196,562 
Mcf. This increase is somewhat 
misleading, since industrial sales volumes 
were drastically reduced in the first quar- 


ter of the last fiscal year “duewtae 


prolonged strikes in the pulp and paper 
industry coupled with poor market con- 
ditions in the lumber industry. Part of the 
increase in the industrial sales volume 
during the current period results from 
the sale of gas through the East K ootenay 
Link to Columbia Natural Gas Limited. 
Inland negotiated an interruptible sales 
contract with Columbia for the sale of 
off-peak volumes of gas, and to the end of 
December has delivered almost 800,000 
Mcf to them. 


Revenue from gas sales has also in- 
creased substantially for the above- 
mentioned reasons, together with the ef- 
fect of rate increases. The first of these 
rate increases reflects a flow-through to 
consumers of a 15¢ per Mcf increase in 
the wholesale commodity price of natural 
gas which became effective April 1, 
1976. The second reflects a 7¢ per Mcf 
interim increase which went into effect 
with the approval of the B.C. Energy 
Commission on January 2, 1976. This in- 
terim increase to all classes of customers 
will remain in effect until the Com- 
mission has considered an application 


which has now been submitted by the 
Company for an order establishing the 
appropriate rate base, cost of service and 
return on rate base to the Company. 
Revenues received from the interim rate 
increase amounted to $1,418,000 for the 
period under review and totalled ap- 
proximately $2,766,000 to December 
31, 1976. This interim rate adjustment, 
which is subject to refund together with 
interest at 9% if not fully justified, must 
be substantiated before the B.C. Energy 
Commission along with further rate in- 
creases which the Company has now ap- 
plied for, at the upcoming hearing. 
While the date of the public hearing is 
not yet set, it is anticipated that it will be 

held in April of this year. 


Expenses 

Expenses have increased substantially 
during the period under review, due 
primarily to today’s inflationary cost of 
doing business. Depreciation also shows 
a major increase due to the placing in 
service of the East Kootenay Link. In- 
terest charges are lower than they were 
for the same period a year ago as a result 
of the reduction in short-term debt by 
funds derived from the issue of second 
preference shares in June of 1976. 


Transportation Contract 

The Company has recently signed an 
agreement with Westcoast Transmission 
Company Limited which will result in 
some additional revenue to the Company, 
and will assist in the alleviation of some 


‘of the short fall in Westcoast’s gas supply 


to its United States customer. Inland will 
take delivery of up to 50,000 Mcf of 
natural gas per day from Alberta and 
Southern Gas Co. Ltd. at Yahk, B.C. 
This gas will be delivered into the Inland 
system and utilized by our customers, 
thereby allowing Westcoast to reduce 


